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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7. LONG-TERM LIABILITIES (Continued)

Governmental-Type Activities (Continued)

The annual requirements for maturity for governmental activities long-term debt (excluding compensated
absences and other post-employment benefits) outstanding as of December 31, 2022, are as follows:

TOTAL GOVERNMENTAL FUNDS

Revenue Bonds and
Year Ending Notes/Contract Payable Financing Obligations TID Obligations
December 31 Principal Interest Principal Interest Principal Interest
2023 $ 5,066,006 § 2708511 % 157,888 § 120,454 § 1,659,286 § 348,746
2024 5,160,231  § 2,594,378 $ 163,013 $ 115329 § 821,374 § 310,983
2025 5275077 $ 2,470,060 $ 168304 § 110,038 $§ 894,554 § 272,880
2026 5,410,077 $ 2,334,158 § 173,766 § 104,575 § 651,831 3% 238291
2027 5,441,431 $ 2,216,139 § 179407 $§ 98935 § 678312 § 208,960
2028-2032 22,047,155 $10,026,020 % 988262 $ 403,448 § 3,386,518 § 373,401
2033-2037 23,812,155 § 7,937,144 81,159,408 § 232,302 - -
2038-2042 26,092,155 § 4,956,685 % 789,923 § 45,104 - -
2043-2047 18,841,461 § 1,176,659 - - - -
TOTALS $116,445,748 $36,419,754 $3,779,971 $1,230,185 § 8,091,875 §1,753,261

The above noted annual requirements for maturity for the tax increment financing debt are based on actual tax
increment revenues received in 2022; estimated tax increment revenues projected by Pennington County o
receive in 2023; and estimated tax increment revenues as per the approved project plans.

The following is a summary of changes in fong-term liabilities for the year ended December 31, 2022;

Government Activities:

Financing Obligations
Revenue Bonds

Notes Payable
Compensated Absence
TID

Total

Liabilities

Liabi

lities

Payable Payable Due Within
1/1/2022 Issued Retired 12/31/2022 One Year

$ 3,774,140 S 147,038 § (141,207 $ 3,779971 3§ 157,888

121,334,743 (4,930,078) 116,404,665 5,035,077

70,875 - (29,792) 41,083 30,929

2,112,110 1,845,433 (1,644,901) 2,312,642 120,000

12,738,778 240,700 (4,887,603) 8,091,875 1,659,286

$ 140,030646 $  2233,171 § (11,633,581) § 130,630,236 § 7.003,180
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7. LONG-TERM LIABILITIES (Continued)
Business-Type Activities:

As indicated below within the description for each debt issue, the City has pledged future revenues associated
with various debt agreements. All debt secured by pledged revenues funded capital projects and improvements,
or was used to refinance the debt that originally funded the capital projects and improvements, within the
specific funds that pledged the future revenues. The current principal balance plus interest at the stated
applicable rate over the life of the debt represents the amount of future debt requirements over the maturity dates
listed below for each debt issue.

The City has pledged the amount of the future debt service requirements on the issues or 100% of the fee
revenues generated by the Water Fund, Wastewater Fund and Airport Fund whichever is greater, or specific
revenues based on debt documents for the retirement of the debt issues associated with those funds as indicated
below. Below is a comparison, by Fund, of principal and interest payments and total pledged revenues for the
current year.

Water Wastewater Airport Civic Center

Fund Fund Fund Fund*
2022 Principal and Interest $3,750,758 $2,750,966 $654,332 $357.613
Pledged Revenue $26,018,686 $14,502,541 $10,316,497 $4,462,462

* (Gross Receipts Revenue)

As of December 31, 2022, the long-terin debt payable from proprietary fund resources consisted of the
following:

Revenue Bonds

$46,030,000 Water Revenue Bonds of 2015. Interest only
payments of $901,603 through May 2020.  Due in annual
installments of $1,565,000 to $3,250,000 from November 2020
through November 2039. Interest at 3.625 to 5.0 percent. (This
issue is being serviced by pledged Water Enterprise Fund
revenues. ) 41,125,000

$5,000,000 Loan No. 6 from State Revolving Fund of 2011, Due
in quarterly installments of $45,660 to $83,020 through 2031
Interest at 3.0 percent. {This issue is to be serviced by pledped
Wastewater Fund revenues). 2,659,877

$2,340,000 Gross Receipts Revenue Bonds of 2021, Due in
annual installments of $320,000 to $350,000 through 2028.
Interest payments at .39 percent. (This issue is to be financed by
the Civic Center Fund). 2,026,000

$8,025,000, Wastewater Refunding Bonds 6f 2021. Due in annual
installments of $335,000 to $495,000 through 2040, Interest at
2.00 to 3.00 percent. (This issue is to be serviced by pledged
Wastewater Fund revenue and monthly surcharge), 7,550,000
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7. LONG-TERM LIABILITIES (Continued)
Business-Type Activities (Continued)

$8,180,000 Airport PFC Revenue Refunding Bonds of 2019. Due

in annual installments of $355,000 to $690,000 through 2035.

Interest at 4.00 to 5.00 percent. (This issue is to be serviced by 7,075,000
pledged Airport Passenger Facility Charge revenue).

$6,000,000 Drinking Water Loan SRF 2 of 2009. Due in
quarterly installments of $100,997 through 2031, Interest at 3.0
percent. (This issue is to being serviced by pledged Water
Enterprise Fund revenues). 3,331,263

$1,626,000 Drinking Water Loan SRF 3 of 2017. Due in
quarterly instaliments of $27,649 through November 2039. Initial
loan amount was $4,626,000 of which $3,000,000 was forgiven
by issuer. (This issue is to being serviced by pledged Water

Enterprise Fund revenues) Interest at 3.0 percent. 1,022,826
Plus, net unamortized discounts/premiums on bonds 3,498,672
Total Revenue Bonds $68.282 638

Compensated Absences:

Accrued Leave payable from Water Fund 265,429
Accrued Leave payable from Wastewater Fund 181,286
Accrued Leave payable from Airport Fund 103,096
Accrued Leave payable from Civic Center Fund 261,000
Accrued Leave payable from Non-major Enterprise Funds 390,407

$1,201,218

Financing Obligations

$895,000 under an agreement with Black Hills Community Bank,
dated August 19, 2022 for equipment at the Solid Waste facility
which is security for the obligation. Due in monthly instaliments of
$9,001, including interest at 3,80 percent. The final payment is due
August 20, 2032, The obligation is serviced by the Solid Waste
Fund. 868,876

$145,000 under an agreement with Black Hills Community Bank,
dated September 22, 2020 for equipment at Executive Golf Course
which is security for the obligation. Due in monthly installments of
$2,671, including interest at 3.95 percent. The final payment is due
September 22, 2025. The obligation is serviced by the Executive

Golf Course Fund. 83,247
Accrued Landfill Closure 4,530,000
Total Liabilities Payable $74,963,980
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7. LONG-TERM LIABILITIES (Continued)

Business-Type Activities {Continued)

The annual requirements for maturity for business-type activities long-term debt (excluding compensated
absences, other post-employment benefits and accrued landfill closure) outstanding as of December 31, 2022, are

as follows:

TOTAL BUSINESS TYPE ACTIVITIES

Year Ending Revenue Bonds Financing Obligations
December 31 Principal Interest Principa}— Interest
2023 $ 3,690,175 § 2,364,787 $ 105053 § 35,010
2024 3,815,211 2,240,332 109,128 30,935
2025 3,930,853 2,111,168 105,437 26,543
2026 4,047,121 1,995,826 85,077 22,937
2027 4,199,036 1,841,722 88,414 19,600
2028-2032 21,107,181 7,345,630 459,014 45,055
2033-2037 19,526,750 3,278,445 - -
2038-2042 7,966,311 407,869 - -

TOTALS $ 68,282,638 $21,585,779 § 952,123 § 180,080

The following is a summary of changes in long-term Habilities for the year ended December 31, 2022:

Financing Obligations
Closure/Post-Closure
Revenue Bonds
Compensated Absence
Total

Liabilities

Liabilities

Payable Payable Due Within
1/1/2022 Issued Retired 12/31/2022 One Year

b 111,416 $ 895,000 % (54,293) § 952,123 § 165,053
4,385,000 145,000 - 4,530,000 -

73,762,472 - (5,479,834 68,282,638 3,690,175

979,131 898,690 (676,603) 1,201,218 51,500

$ 79238019 § 1,938,600 § (6,210,730) § 74,965,979 § 3,846,728
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 8. LEASES
Lessor:

The City’s leasing operations consist of leasing land, airline hangars and retail space. A summary of leases by
asset class are as follows:

Lease Receivable Lease Lease Interest Deferred Inflows
Lease Asset  December 31, 2022 Revenue Revenue December 31, 2022
Land $ 399,659 § 104,117  § 9776 § 397,975
Airport Hangars 1,648,067 1,503,800 66,594 1,627,196
Retail Space 3,428,728 68,441 96,667 3,451,283
b3 5,476,454 §  1,676358 § 173,037 § 5,476,454

Future payments due to the City under non-cancelable long-term lease agreements are as follows for the years
ending December 31

Principal Interest
2023 3 1,743,629 § 138,782
2024 300,113 109,463
2025 132,610 102,177
2026 139,040 97,530
2027 122,567 92,899
2028-2032 515,799 419,084
2033-2037 638,349 331,412
2038-2042 678,282 233,927
2043-2047 812,631 120,797
2048-2052 393,434 15,297
Total 3 5,476,454 § 1,661,368
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 9. INTERFUND TRANSACTIONS AND BALANCES

Interfund receivable and payable balances at December 31, 2022 were:

Interfund Receivable Interfund Payable
General Fund: $6,497,147 $--
Special Revenue Funds:
Capital Improvements &

Vision Fund 219,134

TID 39 Fund £,153,338

TID 64 Fund 221,887
Total Governmental Funds $6,716,281 $1,375,225
Enterprise Funds:

Wastewater Fund $221,887 5

Civic Center 942,943

Parking Lot 4,000,000

Ambulance 220,000

Energy Plant Fund 245,000

Transportation Terminal Fund 155,000
Total Enterprise Funds $221,887 $5,562.,943

The General Fund loaned monies to Civic Center Fund for Monument capital improvements. The current
portion expected to be repaid to the General Fund is $92,832.

The General Fund loaned monies to Parking Lot Fund for capital improvements. The current portion expected to
be repaid to the General Fund is $348,377.

‘The General Fund loaned monies to Transportation Terminal Fund to cover operating deficit. The current
portion expected to be repaid to the General Fund is $155,000.

The General Fund loaned monies to Energy Plant Fund to cover operating deficit. The current portion expected
to be repaid to the General Fund is $245,000.

The General Fund loaned monies to Ambulance Fund to cover a capital purchase. The current portion expected
to be repaid to the General Fund is $108,352.

The General Fund loaned monies to Tax Increment District 39 Fund for infrastructure improvements. The
current portion expected to be repaid to the General Fund is $934,204.

The Capital Improvements & Vision Fund loaned monies to Tax Increment District 39 Fund to construct water
mains. The current portion expected to be repaid to the Capital Improvements & Vision Fund is $219,134,

The Wastewater Fund has pending reimbursement of tax proceeds from Tax Increment District 64. The current
portion expected to be repaid to the Wastewater Fund is $221,887.
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 9. INTERFUND TRANSACTIONS AND BALANCES (Continued)

Interfund transfers during the year ended December 31, 2022 were as follows:

Transfers In Transfers Out
GOVERNMENTAL FUNDS:
General Fund
Capital Improvements and Vision Fund 11,480 -
Water 83,545 -
Wastewater 116,223 -
Civic Center 161,736 -
Airport - -
Nonmajor Governmental - 275,000
Nonmajor Enterprise 101,133 300,000
Total General Fund 484,117 575,000
Capital Improvements and Vision Fund
Generatl Fund 727,151 738,631
Total Capital Improvements and Vision Fund 727,151 738,631
Nonmajor Governmental 275,000 -
TOTAL GOVERNMENTAL FUNDS $ 1,486,268 $ 1,313,631
ENTERPRISE FUNDS: Transfers In Transfers Out
Water Fund
General 3 - $ 93,545
Total Water Fund - 93,543
Wastewater Fund
General - 116,223
Total Wastewater Fund - 116,223
Civic Center Fund
General Fund - 161,736
Total Civic Center Fund - 161,736
Nonmajor Enterprise
General Fund 300,000 101,133
300,000 101,133
TOTAL ENTERPRISE FUNDS 300,000 472,637
TOTAL TRANSFERS $ 1,786,268 § 1,786,268

Transfers are used when surplus resources are available in one fund, and are needed in another fund to support
essential functions of government, when the governing body so authorizes,
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 10, PENSION PLAN

Plan Information:

All employees, working more than 20 hours per week during the year, participate in the South Dakota
Retirement System (SDRS), a cost sharing, multiple employer hybrid defined benefit pension plan administered
by SDRS to provide retirement benefits for employees of the State of South Dakota and its political subdivisions.
The SDRS provides retirement, disability, and survivor benefits. The right to receive retirement benefits vests
after three years of credited service. Authority for establishing, administering and amending plan provisions are
found in SDCL 3-12. The SDRS issues a publicly available financial report that includes financial statements
and required supplementary information. That report may be obtained at http://sdrs.sd.gov/publications.aspx or
by writing to the SDRS, P.O. Box 1098, Pierre, SD 57501-1098 or by calling (605) 773-3731.

Benefits Provided: ‘

SDRS has four different classes of employees, Class A general employees, Class B public safety and judicial
members, Class C Cement Plant Retirement Fund metnbers and Class I} Department of Labor and Regulation
members.

Members that were hired before July 1, 2017, are Foundation members. Class A Foundation members and Class
B Foundation members who retire after age 65 with three years of contributory service are entitled to an
unreduced annual retirement benefit. An unreduced annual retirement benefit is also available after age 55 for
Class A Foundation members where the sum of age and credited service is equal to or greater than 85 or after
age 55 for Class B Foundation judicial members where the sum of age and credited service is equal to or greater
than 80. Class B Foundation public safety members can retire with an unreduced annual retirement benefit after
age 55 with three years of contributory service. An unreduced annual retirement benefit is also available after
age 45 for Class B Foundation public safety members where the sum of age and credited service is equal to or
greater than 75, All Foundation retirements that do not meet the above criteria may be payable at a reduced
level. Class A and B eligible spouses of Foundation members will receive a 60 percent joint survivor benefit
when the member dies.

Members that were hired on/after July 1, 2017, are Generational members. Class A Generational members and
Class B Generational judicial members who retire after age 67 with three years of contributory service are
entitled to an unreduced annual retirement benefit. Class B Generational public safety members can retire with
an unreduced annual retirement benefit after age 57 with three years of contributory service. At retirement,
married Generational members may elect a single-life benefit, a 60 percent joint and survivor benefit, or a 100
percend joint and survivor benefit. All Generational retivement benefits that do not meet the above criteria may
be payable at a reduced level. Generational members will also have a variable retirement account (VRA)
established, in which they will receive up to 1.5 percent of compensation funded by part of the employer
contribution. VRAs will receive investment earnings based on investment returns.

Legislation enacted in 2017 established the current COLA process. At each valuation date:

s Baseline actuarial accrued liabilities will be calculated assuming the COLA is equal to long-
term inflation assumption of 2.25%,
s If the fair value of assets is greater or equal to the baseline actuarial accrued liabilities, the
COLA will be:
o The increase in the 3" quarter CPI-W, no less than 0.5% and no greater than 3.5%.
e [If the fair value of assets is less than the baseline actuarial accrued Habilities, the COLA will
be:
o The increase in the 3¢ quarter CPI-W, no fess than 0.5% and no greater than a
restricted maximum such that, that if the restricted maximum is assumed for future
COLAs, the fair value of assets will be greater or equal o the accrued liabilities.

Legislation enacted in 2021 reduced the minimum COLA from 0.5 percent to 0.0 percent. All benefits
except those depending on the Member’s Accumulated Contributions are annually increased by the Cost-
of-Living Adjustment.

Contributions:

Per SDCL 3-12, contribution requirements of the active employees and the participating employers are
established and may be amended by the SDRS Board. Covered employees are required by state statute to
contribute the following percentages of their salary to the plan; Class A Members, 6.0% of salary; Class B
Judicial Members, 9.0% of salary; and Class B Public Safety Members, 8.0% of salary. State statute also
requires the employer to contribute an amount equal to the employee’s contribution.
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 0. PENSION PLAN (Continued)

The City’s share of contributions to the SDRS for the fiscal years ended December 31, 2022, 2021, and 2020
were $3,614,643, $3,282,850 and $3,125,208 respectively, equal to the required contributions each year.

Pension Asset, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources to Pensions:

At June 30, 2022, SDRS is 100.10% funded and accordingly has a net pension asset. The proportionate shares of
the components of the net pension asset of South Dakota Retirement Systen, for the City as of this measurement
period ending June 30, 2022 and reported by the City as of December 31, 2022 are as follows:

Proportionate share of total pension $ 341,283,376
Hability

Less: Proportionate share of net position

restricted for pension benefits 341,511,856
Proportionate share of net pension asset 3 (228,480)

At December 31, 2022, the City reported a pension asset of $228,480 for its proportionate share of the net
pension asset. The net pension asset was measured as of June 30, 2022 and the total pension asset used to
calculate the net pension asset was based on a projection of the City’s share of contributions to the pension plan
refative to the contributions of all participating entities. At June 30, 2022, the City’s proportion was 2.417600%,
which is an increase of .119448% from its proportion measured as of June 30, 2021.

For the year ended December 31, 2022, the City recognized an increase in pension expense of $2,122,781. At
December 31, 2022 the City reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Outflows Deferred Inflows
Of Resources Of Resources

Difference between expected and actual
experience. $ 4,349,259 $ 14,770
Changes in assumption. 14,521,387 12,726,053
Net Difference between projected and actual
earnings on pension plan investments. -0- 547,542
City contributions subsequent to the
measurement date, 1,892,478 -0-

TOTAL 3 20,763,124 b 13,288,365

The City’s contributions subsequent to the measurement of $1,892,478 will be reported as deferred outflows of
resources related to pensions and recognized as a reduction to the net pension asset in the fiscal year ending
December 31, 2022. Other amounts reported as deferred outflows of resources related to pensions will be
recognized in a reduction of pension expense as follows:

Year Ended December

31:

2023 $1,501,287
2024 3,173,000
2025 (3,618,685)
2026 4,526,617

TOTAL $5,582,219
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 10. PENSION PLAN (Continued)

Actuarial Assumptions:
The total pension asset in the June 30, 2022 actuarial valuation was determined using the following actuarial
assumptions applied to all periods included in the measurement:

Inflation 2.50 percent

Salary Increases Graded by years of service, from 7.66 percent at entry to 3.15 percent after 25
years of service.

Discount rate 6.50% net of pension plan investment expense
Future COLAs 2.10%

All mortality rates based on Pub-2010 amount-weighted mortality tables, projected generationally with
improvement scale MP-2020.

Active and Terminated Vested Members:
Teachers, Certified Regents, and Judicial: PubT-2010
Other Class A Members: PubG-2010
Public Safety Members: PubS-2010
Retired Members:
Teachers, Certified Regents, and Judicial Retirees: PubT-2010, 108% of rates above age 635
Other Class A Retirees: PubG-2010, 93% of rates through age 74, increasing by 2% per year
untif 111% of rates al age 83 and above
Public Safety Retirees; PubS$-2010, 102% of rates at all ages
Beneficiaries:
PubG-2010 contingent survivor mortality table
Disabled Members:
Public Safety: Pub8-2010 disabled member mortality table
Others: PubG-2010 disabled member mortality

The actuarial assumptions used in the June 30, 2022 valuation were based on the results of an actuarial
experience study for the period of July 1, 2016, to June 30, 2021.

Investment portfolio management is the statutory responsibility of the South Dakota Investment Council (SDIC),
which may utilize the services of external money managers for management of a portion of the portfolio. SDIC
is governed by the Prudent Man Rule (i.e., the council should use the same degree of care as a prudent man),
Current SDIC investment policies dictate limits on the percentage of assets invested in various types of vehicles
{equities, fixed income securities, real estate, cash, private equity, etc.). The long-term expected rate of return on
pension plan investments was determined using a method in which best-estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by weighing the
expected future real rates of return by the target asset allocation percentage and by adding expected inflation.

Best estimates of real rates of return for each major asset class included in the pension plan’s target asset
allocation as of June 30, 2022 (see the discussion of the pension plan’s investment policy) are summarized in the
following table using geometric means;

Target Long-Term Expected
Asset Class Allocation Real Rate of Retum
Global Equity 58.0% 3.7%
Fixed Income 30.0% 1.1%
Real Estate 10.0% 2.6%
Cash 2.0% A%
Total 100%
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 10. PENSION PLAN (Continued)

Discount Rate:

The discount rate used to measure the total pension asset was 6.50 percent. The projection of cash flows used to
determine the discount rate assumed that plan member contributions will be made at the current contribution rate
and that matching employer contributions wiil be made at rates equal to the member rate,

Based on these assumptions, the pension plan’s fiduciary net position was projected to be available to make all
future benefit payments of current plan members, Therefore, the long-term expected rate of return on pension
plan investments was applied to all periods of projected benefit payments to determine the total pension asset.

Sensitivity of Hability (asset) to changes in the discount rate:

The following presents the City’s proportionate share of net pension asset calculated using the discount rate of
6.50 percent, as well as what the City’s proportionate share of the net pension liability (asset) would be if it were
calculated using a discount rate that is 1-percentage point lower (5.50%) or [-percentage point higher (7.50%)
than the current rate:

Current
1% Discount 1%
Decrease Rate Increase
City’s proportionate share of the net
pension lability{asset) $47.441,431 $(228,480) $(39,187,390)

Pension Plan Fiduciary Net Position:
Detailed information about the plan’s fiduciary net position is available in the separately issued SDRS financial
report.

NOTE 1. OTHER POST EMPLOYMENT BENEFITS (OPEB) PLAN

Plan Description and Administration:
The City of Rapid City Healthcare Benefit Plan (Plan) is a single-employer defined benefit healthcare plan
administered by the City. The plan does not issue separately stated standalone financial statements,

Benefits Provided:
The Plan provides medical insurance benefits to eligible retirees and their spouses as permitted by South Dakota
Codified Laws 6-1-16 and 9-14-35.

Class A Members: Employees who retire on or after age 55 with 5 years of service are eligible to continue
coverage in the City’s plan. For employees who retired under the Rule-of-85 provisions of the South Dakota
Retirement System and who have 20 years of service with the City at retirement, the City will pay 100% of
subscriber premium until the retiree reaches Medicare eligibility age. For employees who have less than 20
vears of service with the City at retirement or did not retire under the Rule-of-85 provisions, the retiree must pay
100% of the subscriber premium until the retiree reaches Medicare eligibility age at which point the retiree is no
longer eligible to participate in the plan. Spouses of eligible retirees are eligible to elect coverage. Retirees pay
100% of the premium for spousal coverage. Upon death of the retiree, surviving spouses of eligible retirees may
continue coverage by paying 100% of the premium.

Class B Public Safety: Employees who retire on or after age 45 with 5 years of service are eligible to continue
coverage in the City’s plan. For employees who retired under the Rule-of-75 provisions of the South Dakota
Retirement System and who have 20 years of service with the City at retirement, the City will pay 100% of
subscriber premium until the retiree reaches Medicare eligibility age. For employees who have less than 20 years
of service with the City at retirement or did not retire under the Rule-of-75 provisions, the retiree must pay 100%
of the subscriber premium until the retiree reaches Medicare eligibility age at which point the retiree s no longer
eligible to participate in the plan. Spouses of eligible retirees are eligible to elect coverage. Retirees pay 100% of
the premium for spousal coverage. Upon death of the retiree, surviving spouses of eligible retirees may continue
coverage by paying 100% of the premium.
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 11. OTHER POST EMPLOYMENT BENEFITS (OPEB) PLAN (Continued)

Plan Membership:
The health plan is a self-insured PPO providing benefits to eligible participants. Currently, there are 802 active
participants and 152 retirees who are participating in the plan.

Total OPEB Liability:

Increase
Total OPEB
Liability
Balance at December 31, 2021 $ 23,260,633
Changes for the Year:
Service Cost 1,111,457
Interest on the total OPEB liability 474,434
Effect of economic/demographic gains or losses 2,299,600
Effect of assumption changes or inputs 1,428,538
Benefit Payments (1,481,464)
Net Change in Total Pension Liability 3,832,565
Balance at December 31,2022 $ 27,093,198

The City’s total OPEB liability was determined by an actuarial valuation as of December 31, 2021, rolled
forward to December 31, 2022, Changes in total OPEB liability are as follows:

Actuarial Methods and Assumptions:
The total OPEB Hability in the December 31, 2022 actuarial valuation was determined using the following
assumptions applied to all periods included in the measurement, unless otherwise specified.

Inflation 3.0 percent

Salary increases 7.66 percent for initial year of service decreasing to 3.15 percent for
years of service over 25.

Healthcare cost trend rates 6.10% for 2022, 6.60% for 2023 and 7.00% 2024. Then decreasing
per year to an ultimate rate of 3.70 percent for 2074.

Retirees’ share of 40% of projected health insurance premiums for retirees
Benefit-related costs

Discount Rate 3.72 percent, 20-year tax exempt municipal bond rate as of
December 31, 2023 based on 20-year Bond Buyer Go Index.

Mortality:

For Actives and Terminated WVesteds: PubG-2020 amount-weighted base mortality tables projected
generationally with MP-2020 for General Employees{Class A), PubS-2010 amount-weighted base mortality
projected with MP-2020 for Public Safety(Class B). For Retirees, add .093 factor to General Employees and
1.02 factor to Public Safety Employees,
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CITY OF RAPID CITY, SOUTH DAKOTA
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 11. OTHER POST EMPLOYMENT BENEFITS (OPEB) PLAN (Continued)
Sensitivity Analysis:

The following represents the City’s total OPEB liability, calculated using a discount rate that is one percentage
point lower and one percentage point higher than the current discount rate:

1% Decrease Discount Rate 1% Increase
1.06% 2.06% 3.06%
Total OPEB Liability hS 28,103,185 % 27,093,198 § 23,809,120

There are no assets accumulated in a trust that meets the criteria in GASB Statement No. 75, paragraph 4.

The following represents the City’s total OPEB hability, calculated using the current healthcare cost trend rates
as well as the City’s total OPEB liability using trend rates that are one percentage point lower or one percentage
point higher than the current trend rates:

Current
1% Decrease Trend Rate 1% Increase
Total OPEB Liability $ 23,474,138 % 27,093,198 § 28,595,158

For the vear ended December 31, 2022, the City recognized total OPEB expense of $2,645,226. At December
31, 2022 the City reported deferred outflows of resources and deferred inflows of resources related to OPEB
from the following sources:

Deferred Outflows

of Resources
Difference between expected and actual experience (net) i 2,916,193
Changes in assutptions (net) 2,169,702
Contributions subsequent to measurement date 1,019,152
Total ¥ 6,105,047

The City’s contributions subsequent to the measurement date of $1,019,152 will be recognized as OPEB expense
for the year ending December 31, 2023.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized in OPEB expense as follows:

Year Ended December 31:

2023 $ 1,059,333
2024 1,051,559
2025 1,095,222
2026 1,045,842
2027 713,672
Thereafter 120,263

Total $ 5,085,893
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NOTE 12. DEFICIT FUND BALANCES/NET POSITION OF INDIVIDUAL NONMAJOR FUNDS:

As of December 31, 2022, the following individual nonmajor governmental funds had deficit fund balance in the
amounts shown: Occupancy Tax (83,838), TID 39 (8$1,140,141), TID 64 ($130,386) and Community
Development (9,026), which will be funded through business tax, property tax and grant reimbursements
received for the respective funds.

NOTE 13. RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. The City carried commercial insurance for insurable
risks of loss except for employee health insurance, lability insurance, worker’s compensation and
unemployment benefits, The City has established self-insurance internal service funds to pay for medical,
worker’s compensation and unemployment compensation claims of City employees and their covered
dependents as well as the deductible portion of liability claims.

Payments to the self-insurance funds are actuarially determined and are to cover individual claims up to
$100,000 for health insurance, $900,000 for workers’ compensation, and any administrative costs relative to the
processing of the claims. Maximum payment for Hability claim is $100,000.

The claims exceeding this amount are covered through private insurance carriers (up to $5,000,000 per claim for
liability claims). An estimated liability for claims incurred but not paid is accrued based upon confirmation from
the City’s third-party administrators for claims received within 60 days of year-end, and are reported as accounts
payable. The City is a reimbursable employer for purposes of unemployment insurance.

The City has a reserve equity in the workers compensation fund of $1,190,720 and reserve equity in the medical
insurance fund of $1,088,433, in the liability insurance fund of $373,956 for the payment of such future claims.
The unemployment insurance fund has a fund deficit of ($86,569) primarily as a result of the number of claims
filed that have not reached settlement. The City fully expects this to correct itself in upcoming years.

Changes in the aggregate Habilities of the self-insurance funds during 2021 were as follows;

Workers

Liability Comp. Medical Unemployment

Insurance Insurance Insurance Insurance
Benefit Claims Payable at
January 1, 2021 $275,181 $3,101,625 $627,349 £8,479
Claims Incurred:
Attributable to Insured
Events of the Current Year 385,525 589,034 11,112,416 5,870
Claims Paid:
Attributable to Insured
Events of the Current and
Prior Years ' (235,310) (528,561  (11,152.912) {14,349)
Benefit Claims Payable
December 31, 2021 $425,396 $3,162,098 $586,853 $-0-
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NOTE 13. RISK MANAGEMENT (Continued)

Changes in the aggregate liabilities of the self-insurance funds during 2022 were as follows:

Workers

Liability Comp. Medical Unemployment

Insurance Insurance Insurance Insurance
Benefit Claims Payable at
January 1, 2022 $425,396 $3,162,098 $586,853 $-0-
Claims Incurred:
Attributable to Insured
Events of the Current Year 196,202 772,441 10,643,565 4,241
Claims Paid:
Attributable to Insured
Events of the Current and
Prior Years (266,632} {462,632} (10,133,749 (4,241)
Benefit Claims Payable
December 31, 2022 $354,966  $3,471,907 $1,096,669 $-0-

NOTE 14. CONTINGENT LIABILITIES

The City has been named as defendant in several lawsuits that have been referred to the City’s insurance carriets.
The City and its attorneys believe that any liability to the City would not be material, and that loss, if any, could
be covered by insurance or would be substantially covered by the City’s reserve for uninsured claims. The
deductible is $100,000 for general and auto liability and professional liability, and $50,000 for building and
property damage.

NOTE 15. LANDFILL

State and Federal laws and regulations require the City to place a final cover on its landfill site when it stops
accepting waste and to perform certain maintenance and monitoring functions at the site for thirty years after
closure. Although closure and postclosure care costs will be paid only near or after the date that the landfill stops
accepting waste, the City reports a portion of these closure and postclosure care costs as an operating expense in
each period based on landfill capacity used as of each balance sheet date, The $4,530,000 reported as landfill
closure and postclosure care liability at December 31, 2022 represents the cumulative amount reported to date
based on 64.6% percent of the estimated capacity of the landfill. The City will recognize the remaining estimated
cost of closure and postclosure care of $2.51 million as the remaining estimated capacity is filled.

These costs are based on a 3.20% yearly inflation index. The City expects to close the landfill in the year 2038,
The City does not record a remediation fiability as management feels insurance coverage is adequate.

However, the recycling plant, in addition to the department’s yard waste and proposed composting facility, are
expected to extend the life. Actual costs may be higher or lower due to inflation, changes in technology, or
changes in regulations.

The City is required by state and federal laws and regulations to make annual contributions to finance closure
and postclosure care. The City meets these compliance requirements and at December 31, 2022, investments of
$4,530,000 (Note 2) are held for these purposes. These contributions for the future closure and post-closure care
of the fandfill will be used to retire the non-current lability for closure and post-closure care reported on the
enterprise balance sheet. The City expects that future inflation costs will be paid from interest earnings on these
anmual contributions. However, if interest earnings are inadequate or additional postclosure care requirements are
determined (due to changes in technology or applicable laws or regulations, for example), these costs may need
to be covered by charges to future landfill users.
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NOTE 16. TAX ABATEMENTS

The City enters into property tax abatement agreements with local businesses under SDCL 11-9. Under these
agreements, the City may grant property tax abatements of a business’ property tax bill for the purpose of
attracting or retaining businesses within their jurisdictions. The abatements may be granted to any business
located within or promising to relocate to the City.

For the year ended December 31, 2022, the City abated property taxes totaling $1,723,922 under this program,
for the following tax abatement agreements:

TID 64 - Cabela’s — A 46.6% property tax abatement to Cabela’s in the form of economic
development and land for opening a store in an undeveloped area of the city. The abatement
amounted to $1,669,788.

TID 72 — Saint Joseph Street Student Housing — A 44.3% property tax abatement to a local

developer for the purchase of land, demolition/cleanup and reconstruction costs associated
with the development of a student apartment complex. The abatement amounted to § 54,134.
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CITY OF RAPID CITY

BUDGETARY COMPARISON SCHEDULE (UNAUDITED)
GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2022

ORIGINAL FINAL ACTUAL
BUDGET BUDGET (Budgetary Basis) VARIANCE
Revenues:
310 Taxes:
311 General Property Taxes § 21,249,828 % 21,249,828 § 25,135,649 § (114,179
313 General Sales and Use Taxes 34,548,379 34,548,379 38,557,648 4,009,269
314 Gross Receipts Business Taxes 783,067 783,067 715,418 (67,649)
320 Licenses and Permits 3,073,516 3,073,516 4,328,018 1,255,102
330 Intergovernmental Revenue:
331 Federal Grants 415,381 1,687,916 4,201,720 2,513,804
331.01 ARPA Funds 550,000 350,000 962,161 412,161
334 State Granis 100,000 100,000 589,822 489,822
335 State Shared Revenue:
335.01 Bank Franchise Tax 195,673 195,673 282,198 86,525
335.03 Liquor Tax Reversion 440,638 440,638 523,461 82,823
335.04 Motor Vehicle Licenses (5%) 76,962 76,962 68,038 (8,924}
335.06 Fire Insurance Reversion 264,560 264,560 346,509 82,349
335.08 Local Government Highway
and Bridge Fund 800,000 800,000 784,885 (15,115)
338 County Shared Revenue:
338.01 County Road Tax (25%) 650,287 650,287 644,656 (5,631)
340 Charges for Goods and Services:
341 General Government 409,400 409,400 517,005 107,605
342 Public Safety 1,508,828 1,508,828 1,465,887 (42,941)
343 Public Works 220,000 220,000 190,616 (29,384}
345 Health & Welfare 387,978 387,978 245,898 {142,080}
346 Culture and Recreation 1,700,462 1,700,462 2,189,649 489,187
348 Cemetery 220,507 220,507 262,000 41,493
349 Conservation & Development 30,000 30,060 - (30,000}
350 Fines and Forfeits:
351 Court Fines and Costs 7,343 7,345 759 (6,586)
360 Miscellaneous Revenue:
361 Interest Earnings 236,425 236,425 365,484 129,059
362 Rentals 145,614 145,614 271,817 126,203
367 Contributions and Donations 43,169 43,169 - (43,169)
369 Other 414,880 417,270 263,625 (153,643)
Total Revenue 68,472,899 69,747,824 78,913,923 9,166,099
Expenditures:
410 General Government:
412 Executive-Mayor & Council £,051,300 1,051,593 883,673 165,520
414 Financial - Human Resources 620,833 700,833 619,905 80,928
414 Financial - Information Technology 1,012,347 1,124,370 1,166,640 (42,270)
414 Financial - Finance 730,895 760,945 766,643 (5,698)
414 Financial - Attorney 575,610 621,000 519,483 101,517
419 Other - Government Bldgs 1,193,049 1,218,684 1,194,934 23,750
420 Public Safety:
421 Police 19,783,657 21,633,272 21,263,466 369,806
422 Fire 14,350,156 15,124,508 14,978,941 145,567
429 Other Protection-Code Enforcement 410,834 478,996 252,864 226,132
429 Other Protection-Community Development 1,870,177 1,810,491 1,726,736 83,755
429 Other Protection-Emergency Mgt 1,009,615 1,009,615 - 1,009,615
430 Public Works:
431 Highways and Streets 6,972,518 7,081,950 7,027,859 54,091
43x Administration 1,720,439 1,727,560 1,475,895 251,665
440 Health and Welfare:
441 Health 904,720 904,720 933,986 (29,266)
444 Humane Society 379,854 379,854 379,854 -
449 Other - Public Transit 2,891,539 2,891,945 2,754,389 137,556
449 Other - Air Quality 77,608 77,608 77,547 61
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